The Honorable Mayor and Town Council
J. Michael Moore, Town Manager

Annual Budget Message — 2012-2013

| have prepared and recommending to you the budget
for fiscal year 2012-2013. This recommended budget is
based on the current Tax information from the Pender
County Tax Office and the Onslow County Tax Office.
Based on the information from the tax offices our real
and personal property valuation for 2012-2013 is
$1,309,543,650.

| used the State Revenue Neutral Calculation form and based on their form our tax rate
would need to be adjusted to .3329 per $100 valuation. The current 2011-2012 tax rate
is .2826 per $100. | am recommending to Council that you not go all the way up to the
revenue neutral suggested tax rate but | am asking for a tax increase of .0274 taking the
tax rate to .31 per $100 of valuation. This is the first time in ten years, and | believe the
first time this board has been asked to consider raising the tax rate. Staff will watch the
budget very closely and we are hopeful that if the economy continues to improve we will
do our best to try to reduce the tax rate for the 2013-2014 budget year but we will not
know if that is possible until we complete the 2012-2013 year. We have not had to
reduce positions thus far but if the economy does not improve we may be coming back
to Council and begin some laying off for some positions.

Recommending you continue with your current policy of dedicating .05 cents of the .31
cents to go into the Beach Nourishment Capital Project Fund. This would then mean
that .26 cents of the .31 cent tax rate would be used for the general operations of the
Town. | am hopeful that during this budget year we will work towards a sound financial
plan for our Beach Nourishment Project.

The staff and | certainly understand the current economy and our operations are also
feeling the crunch of the times. We have not experienced the anticipated growth on the
Island and we still struggle to get necessary information from the banks regarding
foreclosures. Our finance department has spent many hours this year trying to collect
unpaid taxes and chase down properties that we are discovering have been foreclosed
upon. This budget is still less than the approved budget for the 2008-2009 year. We
have all tried to cut as much as possible without sacrificing any of the services, which
you expect us to provide to our citizens.



The total budget, which includes the General Fund, Accommodation Tax Fund, and the
Enterprise fund, for 2012-2013 amounts to $12,139,633.

TOTAL 2012-2013
PROPOSED BUDGET
S12,.139,. 633

® General Fund
B Accommodation Tax

® Enterprise Fund

General Fund: The General Fund for Surf City is where the major operations of our
business occur. This fund includes basically all general functions of our government:
Governing Board; Elections; Legal; Insurances; Management; Finance; Community
Development; Public Works; Sanitation; Recreation; Police; Fire; Public Works Center;
Hurricane Expenses and Interfund Transfers. The General Fund totals $6,745,223.
The 2012-2013 proposed budget includes 51.5 full time positions. | am recommending
the addition of 3 full time firemen, seeking 100% grant for these positions and 1 full time
athletic position in the Recreation Department. In the General Fund this budget has
51.5 full time positions which currently we have 46.5 of these positions filled. The
proposed budget does include a 2% across the board cost of living raise for all
employees and a merit increase of 2% for those employees that qualify based on merit.

The General Fund as presented is balanced and includes all debt service payments.
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GENERAL FUND PROPOSED EXPENDITURES
2012 - 2013
$6,745,223

Interfund &
Contigency,
1,014,033




Accommodation Tax Fund: This fund covers most tourist related activities
such as the Welcome/Tourism Center, Beach Accesses, Mosquito Control, Holiday
Decorations, Chamber of Commerce, and the 4th July celebration. The Accommodation
Fund this year is budgeted for $994,043. We currently have two full time employees
salary coming from this fund plus debt service payment for parking.

Enterprise Fund/Utility Fund: The total amount proposed in the Enterprise
Fund amounts to $4,400,367. The proposed budget does include a 7 2% increase in
our utilities as we have discussed as was provided to the Local Government
Commission. We currently have 13.5 positions in the Enterprise Fund with 10.5 of the
positions being currently filled. The first phase of the Juniper Swamp Spray field should
be completed by fall of this year.

$150,000 ® Interest Income

$50,000

$7.875
$25,000

$150.000

$120,000

$5.000 ® Lease of Property

242,367
¥ $50,000

$430,000 ® Miscellaneous
H Late Fees
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u Water Charges
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m Sewer Charges

ENTERPRISE FUND
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2012-13




254,199

® INSURANCE

® WATER TREATMENT
PLANT

m WASTEWATER TREATMENT
PLANT

m COLLECTIONS/DISTRIBUTI
ONS

m CONTINGENCY

ENTERPRISE FUND
PROPOSED EXPENDITURES
2012-2013

The past several years have been very difficult for the Town as it has been for you and
all our citizens. We have experienced some slight improvements with growth and we
are hopeful that we will see that trend continue during this year.

| know there have been many difficult decisions that each of you have had to consider
and make along the way but with your guidance, ideas, dreams, and goals, | am
confident our residents and visitors will have a better place to live, work, and play for
many years to come.

| am confident we will remain in sound financial condition but we all must monitor very
closely this proposed budget. The budget was prepared in accordance with NCGS
159.7, and the North Carolina Local Government Budget and Fiscal Control Act. All
funds within the budget for the General Fund, the Accommodations Fund, and the



Enterprise Fund are balanced, and all revenues and expenditures are identified for the
fiscal year 2012-2013.

The Town Employees all worked very hard to give you the best budget for your money
and | believe they are all dedicated and perform for you and all our citizens on a daily
basis. Finally, | would like to thank each member of Council, for without your dedicated
leadership and giving of your time, Surf City certainly would not be the wonderful place
it is today and for what it will be long into the future.

Respectively submitted,

J. Michael Moore
Town Manager
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